i ae 


Tis ay f 


al) 
z tA ‘ay 





a COPF Ake. AICHE F ry 
Comverra wits LAG 


D BE 9 
COURLDENEIAL —-««MGMORANDUM OP CONPRKWNGR JULY 20, 1968 


BANE IC APL: Mk Haialad, MoiAakid saiabiti 
YOUNG, MR, DUNAWAY AND MR RENWEDY’ (PUAD WAJJAR TNtteR PR 2G ) 


SUBJECT: CUSTOMS AND TARIFF PROGRAM 

Conferences were held on July 18, 17, and 18 with reference to 
My. Dunaway's report on Customs Aduinistretion and Myr, Kennedy's 
Proposed Teriff “chedule, These conferonees first went into the 
detetl of Mr, Dunaway's report. In general there was complete agree- 
ment and acceptance with reference to points made in Mr. “unaway'y 
report, “any of the points discussed related to the work of both 
Mr. Duneway and Mr, Kennedy, 411 of the matters discussed which 
require lioyel senction were included in the Draft Koyel Decree pre» 
pared by Mr, Kenedy, Most of the specific recomendations were 
based on # joint study of the custome administration by Messrs, 
Duneway and Kennedy and el] have been implemented in the Ordinance 
legisletion drafted by Mr, Mennedy in witch Mr. Dunaway fully 
pertictpated, There follows « resume of the discussions: 

(1) Bill of Sntry + General style, form, copy end carbon 
idea good, They may have further suggestions for additions which are 
to be discussed later upon approve] of the form, 

(2) Customs Brokers - Generel idea for control agreed to, 


(3) Currency Conversion - They agreed that actual exchange 
rates should be used; also, thet the rate need not be issued at 


periodic intervals but only when axchenge values change sufficiently 
to warrant the use of s now rate, They expressed scepticiam over the 
use of periodic rates in isolated ports of entry. Upon suggestion 
that voluse of trade in these ports was smell and that telegraphie 
communication could be made to most places, they agreed to tho use of 
some form of current rate and that the rate issued by the Monetary 
Agency should be used, 


O 72. 0 


(4) Verification Department + Agreed that this department 1s in 
great noed of more heer so that this work can be done Anas pearea 





ously, “Thay advised inatructions had been Lasued to employ more 
personnel tn this departent to reduee the goo in tine between ontry 
of merchandise end verification of entry. 

(5) Refunds - They insisted thet only the Ministry of Finance 
should make refunds, Al though we edvived that satisfaction will not 

be obtained until Customs hes authority to make refunds, tt was agreed 
to lot the Minister of Finance continue to make refunds subject to 
certain sug sgentions we might make in procedure, They agreed to a time 
limit of 90 ealendar days from date of entry. They would not egree 
to e minimum ae 

(6) Stetistioal Depertment - They agreed to the osteblishnent 
of a modern Statistical Department. We advised that « trained sta 
tisticlan should be secured under Point LV Program to establish 
modern statistical methods, 

(7) Accounting Departwent - Recomendat Long agreed to. 

(8) Government Imports - lgrecd to exempt such Laporte nent 
ing with the next fiscal year on condition that the new budget take 
this factor into consideration. 

(9) Passenger Baggaze - Agreed to ir. Dunaway's comments on 
this department and will welcome his further recommendations, 

(10) Agcounting Procedure - Will ewalt wr Iezedine's report, 


(ua) Qurreney for Payment of Duty - Recomnendat ona of Dr, 
Yong and the Honatary sconey Lo be e acceptable, 


Lodation, 
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(12)_Inyolcos - Idea of atendardtzed, invoices sgreet to. 
Recommendation that invoices be preseuted in either Arable or Sng) tah 
not agreed to, ‘hey want Arable only, Point not pressed for reason 
that standardised invoices might later be printed either offictally 
or vnoffietally in meny different languages. 

(13) Port Authority - They expressed deep concern regarding our 
comments on thé Port Authority's activities. They feared reper~ 
cussion from higher authorities. iir, Dunaway advised that he was 
not interested in seeing the present compeny ousted since he felt 
that’ aifficiities here could be stwalgntened out, le egreed to look 
into the matter imiediately upon bie return to Jidda and advise if 
proper clanges could not be installed, 

(14) Pergonne) and Salary - Although thay agreed to do some- 
thing about more just salaries for Customs employees, they oxpressed 

* thefr théigit to be that salaries were sufficiently high. “When new 
procedures go into effect a aiift ia peraorme) will heve to be nade 
at which time further adimatnente with regard to salary can be had, 
Their ides was that the Director has enough suthority re eppolnt- 
ments end dismissals of personnel, 

(15) Juptsdietion over Stopes end Buildings - ‘Tholr ‘den was 
that the Director has complete authority with respect to the use of 

‘stores ond bulldings, They did aduit that the Director must secure 
permission of the Minister of Vinance for aay unusual expendi tures 
on stores and bufldingss They agreed to authorize the expenditure 
necessary to transfer Jidds parcel post section to the proper 


/ 0 Rye 

(16) Complaints and Controversies - They thought the present 
procedure for the Customs Committee to determine complaints and contro- 
versies was satisfactory, ‘hey advised that the Minister of “inanee 
usually agreed with the findings of the Customs Committee, However, 
they will await further reports on this matter, 

(17)_Discountg - There was agreament on principle of allowing 
discounts, However they suggeated that a statement be made by Mr. 
Dunaway to guide the customs officials in allowing or disallow ng 
discounts, 

There were several matters upon which agreement could not be 
reached and which were considered important enough to reserve for 
discussion with the Minister of ‘Inence, These ere as follows: 

(1) Multiple Tax System - Lengthy discussion was had with refer- 
ence to the recommendation that there be only one tax on any one 
product, The subject sppeared to be beyond the jurisdiction of those 
with whom we were discussing the point. Included in this discussion 
was the matter of consolidating document and tobacco stamp taxes, 
They consider these to be in a different category, All of these are 
to have further fiscussion with tho Minister, 

(2) Undertekings - Opposition to the elimination of under- 
takings for payment of duty was quite strong, “hey suggested that the 
Monetery Agency be designated to hold and collect these undertakings. 
Dr, Young advised this was impossible, “e@ insisted that merchants 
should be required to pay cesh for tmport duties and that if they 
neoded credit to secure same from commercial banks, ‘Their next iden 
wes to have the Kinfetry of Vinance pay cash to Customs for under- 
takings nade ond that the Mintstry take care of the details of 


po” atter 
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collecting and notify Customs of any default, We insisted cash should 
be paid end left the subject for further discussion with the Minister 
of Finance, 

(3) Valuation - It was agreed that valuation procedures are 
very bad end need revision. Standard invoices, including certifi- 
cation of invoices, will be helpful. We advised that the matter of 
penalties for false invoices would be those presently imposed for 
smggling until complete review could be made of the matter of 
penalties, Although elternative basis of value wes discussed, it will 
likely need further discussion when the general provisions of the 
Tariff lew are discussed. Change in basis of value from CIF to FOB 
could not be agreed to, This will require further discussion with 
the Minister, 

We attempted to have a complete discussion with reference to 
the Tariff Ordinance drafted by Mr, Kennedy, The Tariff Schedule was 
the only portion of the Ordinance which had been translated. ir, 
Kennedy presented o general statement with reference to the whole 
plan of revision of the customs laws and regulations and started an 
explanation of the generel provisions of the Ordinance, section by 
section. Sheik Mohammed Nur advised that it would be very difficult 
for him to give his sanction to these provisions without a trane- 
lation before him to go over word by word, Mr, Aennedy then gave @ 
general explanation of the Tariff Schedule which had been translated, 
Sheik Mohemmed Nur expressed his opinion that the schedule was 
drefted in concise, understandable languege and that it was short end 
not cluttered with unnecessary lenguage, However, from the questions 
asked concerning the Schedule it was obvious that a thorough discussion 









ess without the translation of Mr, Kennedy's explanation of 
he Schedule, It was then agreed that it would be necessary for us 
ee estinn to Jidde and have e full translation of lr, Kennedy's 
work completed, 

At the last meeting with Sheik Koheumed Behareth, we were 
advised that the Minister expressed his desire to adopt without limle 
bation the recommendations of lr, Dunaway, 


Robert ©, Kennedy 
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dust before going to Riyadh, lajib saidsthat the Minister was 
much interested in improvement of the tariff ani customs administra- 
tion and asked when he could expect the report bein bpgparse by 
ir. Dunaway and lr. Kennedy. He stated that Pheeivis hey could 
come to Riyadh for a discussion while the Minister and he are there 
until the first part of May. I stated that I would try to explain 
the status to the Minister and that I thought it might not be nec- 
essary for them to come yet. 









The Minister raised the subject in Riyadh and I stated that there 
were three main phases. The first is revision of the tariff, ‘The 
Minister commented on this that he wanted the rates eased on items 
used primarily or largely by the poor, but he hoped that the loss 
of revenue could be made up by raising the duty on other items used 
by people of higher purchasing power. I stated that we were all in 
accord in easing the burden of taxation of the poor and that this is 
much in mind. As to the rest of the tariff, I pointed out that the 
tp administrative improvements which we contemplated together with 
stabilization of exchange should lead to an increased volume of trade 
i and that this we believed would make it unnecessary to raise any 
i rates and that the Government might actually get greater revenue 
from a reduction. I stated that all of these points would be brought 
up for the jiinister's consideration when the report is ready. 
























The second main phase relates to administration. jir. Dunaway 
! and jir. Kennedy are of the opinion that certain administrative changes 
should precede changes in the rates of duty. The most immediate of 
these was the substitution of some form of entry document prepared 
in multiple copies for the present system of putting everything in 
| a book. This involved also certain changes of accounting in which 
it would be important to obtain the help of ir. Abou Izzidin. fjajib 
| stated that he would send a letter to iir. Izvidin asking him to 
if postpone his trip to Beirut, scheduled for April 27, if found nec- 
f essary and desirable. (He did so and, after discussion with li. Iz- 
| zidin on April 25, lix. Dunaway felt he need not postpone his trip). 


fhe third phase relates to the procedure for valuation, assess- 
ment of duty and collection of revenue. As to this we have in mind 
proposing that the goods should be valued and duties assessed and 
collected in terms of a new gold unit, probably adopting for the 
purpose in place of the customs girsh a customs gold unit whose value 
might be 1/l0th of a sovereign. 1 stated that the adoption of a 
simpler procedure on these lines together with the administrative 
change and better methods of valuation should do away with a great 
deal of the friction now resulting between importers and officials 
and tly relieve the customs administration of controversial and 
dittioult + work and also assist the Ministry of Finance. 


Sa a 








fhe Winister indicated that he would await our further views 
‘l these points, and probably would want all of us to come to 
dh later. I said the report would be ready as soon as possible, 
refrained from setting a date. 


Arthur i. Young 
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meeting between kh Houssein Jistaniyysh (Direc 
ance SAG), Sayed Ali (Director of 3 and Mr 
e Mr, Stacy's office (Mr, Fuad Najer nterpreting). 


ng was for the purpose of outlining to the officials named 
Phe scope of Stacy's interest in the budget and budget system, 
“this had been done, Shaikh Houssein explained that since all of 
8 offices were now located in Mecca, it would be necessary for him to 
sit the Mission's office to bring documents needed and for discussion 


of budget and accounting matters, 
‘Talk with these SA0 officials elicited the following information regard- 


ing the SAG budget and system: 


(1) The budget for the forthcoming year is now in prepare 
ation, It is late in preparation this year because several 
Ministries and Departments (Notably Defense and Foreign Affairs) 
had just now presented their budgets; no complete figures were 
as yet available, 


(2) The budget cycle normally begins approximately five months 
rior to the beginning of the fiscal year ( 3/27/52 - 3/16/53), 
he Director of Budget issues a Bulletin at this time calling 
upon all Ministries and Departments to submit estimates of 
revenue and expenditures for the forthcoming budget year, This 
Bulletin is apparently similer to a “esll for estimates" and was 
said to include "ground rules and form instructions" to be 
followed by SAG agencies in preparing and submitting their budgets, 
Some reference was made to limitations on total estimates being 
included in the Bulletin, (A copy of this Bulletin will be 
furnished Stacy Merch 1), 


(3) Ministers and Department heads are required to show “experience” 
figures for two prior years slong side of their estimates, 


(4) Estimates are reviewed by the Director of Budgets, the Chief 
Accountent, and the Director General of Finance, who hold confer- 
ences with the Ministers and Department heads to discuss indi- 
viduel budgets, 


(5) Estimates ere then presented to the Minister of Finance, who 
may hold further conferences, The final budget of SAG is supposed 
to be presented to the King at least thirty 8 before the 
beginning of the fiscal year, 


(6) Accounts are maintained by the Chief Accountant (under the 
Director General of Finance) who is required to approve all 
expenditures against duly allocated budgets, Deviations from 
approved budgets of any nature, as well as revisions in budgets 
during the a year, must be approved by the Minister of 
Finance himsel 


The ting 

(Merch 1 tis). SAG officials will bring Stacy translation of the 
Bulletin ("call for estimates"), and the actual budget submissions of the 
makowr of Publie Health and Welfare and the Department of Education 
for his study, 
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CONFIDENTIAL JULY 20, 1962 2 
MEMORANDUM OF CONFERENCE ° 
h 
BAHARETH, ‘ 
PARTICIPATING: MOHAMMED NUR RAHAIMI, MOHAMMED Sattaitatett oa 
DR.YOUNG, MR.DUNAWAY AND MR,KEANEDY (PUAD WAJJAR INTERPRETING ) x 
53 
SUBJECT: CUSTOMS AND TARIPY PROGRAM a, 
3) 
a 
Conferences were held on July 16, 17, and 18 with reference t 
to Mir, Dunaway's report on Customs Administration and lir, Kennedy's i 
Proposed tariff Schedule. ‘hese conferences first went into the : 
detail of Mr, Dunaway's report. In general there was complete agree- 
ment and acceptance with reference to points made in Mr, Dunaway's 
report. Many of the points discussed related to the work of both : 
My, Dunaway and Mr, Kennedy, All of the matters discussed which . ry 


require Royal sanction were included in the Draft oyal Decree pre- 
pared by Mr. Kennedy, Most of the specific recommendations were 
based on a joint study of the customs administration by Messrs, 
Dunaway and Kennedy and all have been implemented in the Urdinance 
legislation drafted by “r, Kennedy in which “r, Dunaway fully 
participated, There follows a resume of the discussions. 

(1) Bill of Entry - Goneral style, form, copy and carbon 
idea good, They may have further suggestions for additions which are 
to bo discussed later upon approval of the form, 

(2) Customs brokers - General idea for control agreed to. 

(3) Currency Conversion - ‘hey agreed that actual exchange 
rates should be used; also, that the rate need not be issued at 
periodic intervals but only when exchange values change sufficiently 
to warrent the use of anew rate, ‘They expressed scepticiam over the 
use of periodic rates in Laolated ports of ontry. Upon suggestion 
that volume of trade in these ports was small and that telegraphic 


commnication could be made to most places, they agreed to the use of 
sgt ee Sant re Ta 


some form of current Pate, ; 
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: . ) Monetary Agency, 4 be gould. nad 
(4) Verification Department - AgFeed that this department 1s in 


great need of more personnel so that this work can be done oxpeditiously. 
They advised instructions had been issued to employ more personnel in 
this department to reduce the lapse in time between entry of merchan- 
dise and verification of entry. 

(6) Refunds - They insisted thet only the "inistgryof “inance 
should make refunds, Although we advised that satisfaction will not wl 
obtained until Customs has authority to make refunds, it wes agreed 
to let the Minister of !inance continue to make refunds subject to 
certain suggestions we might make in procedure. “hey agreed to a tim 
limit of 90 calendar days from date of ontry. “hey would not agree to 
a minimum amount. 

(6) Statistical Departmont - They agreed to the establishment 
of a modern Statistical Yepartiment, We advised that a trained sta- 
tisticlen witi be secured under Polnt IV Program to establish modern 


statistical methods, 


(7) Accounting Yepartment - ‘ecommendations agreed to, 

(8) Government Imports - Agreed to exempt such imports starting 
with the next fiscal youns-~-<onaileyn Wal The canal Jobe Aheg 
| (9) Passenger Saggage - Agreed to lu, Dunaway's comments on 


this department end will welcome his further recommendations, 


(10) Accounting Procedure - Will await “r, lzzedine's report, 
(11) Currency for Payment of Duty - lecommendations of Dr, 


Young and the Monetary Agency will be acceptable, 

(12) Invoices - Idea of standardized invoices agreed to. 
Recommendation that invoices be presented in either Arable or “nglish 
not agreed to, They want Arabic only, Point not pressed for reason 
that standardized invoices might later be printed oither officially 
or unofficially in many different languages, 

(13) Port Authority - ‘They expressed deep concern regarding 
our comments on the Port Authority's activities. They feared reper- 
cussion from higher authorities. lr. Dunaway advised that he was 
not interested in seeing the present company ousted since he felt 
that difficulties here could be straightened out. lie agreed to look 
into the matter immediately upon his return to Jidda and advise if 
proper changes could not be inetalled, 

(14) Personnel and Salary - Although they agreed to do some- 
thing about more just salaries for Customs employees, they expressed 
their thought to be that salaries were sufficiently high. When new 
procedures go into effect a shift in personnel will have to be made 
at which time further adjustments with regard to salary can bo had. 
Their {dee was that the Ylrector has enough authority re appoint- 
ments and dismissals of personnel. 

(15) Jurisdiction over Stores and Buildings - Their idea was 
that the Director has complete authority with respect to the use of 
stores and buildings, ‘hey did admit that the Director must secure 
permission of the iiniester of linance for any unusual expenditures 
on stores and buildings, ‘hey agreed to authorize the expenditure 
necessary to transfer Jidda parcel post section to the proper location, 
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(16) Y an - ‘They thought the present 
procedure for the Customs Committee to determin complaints and contro- 
versios was satisfactory, They advised that the “inister of inance 
Usually agroed with the findings of the Customs Vomaittee. However, 
they will await further reports on this matter, 

There were several matters upon whlch agreement could not be 
reached and which were considered important enough to reserve for 
discussion with the Minister of Pinence. ‘Thege are as follows: 

(1) Multiple Tax System - Lengthy df scussion was had with rofer- 
ence to the recommendation that there be only one tax on any one 
product. The subject appeared to be beyond the jurisdietion of those 
with whom we were discussing the point, Included in this discussion 
was the matter of consolidating document and tobacco stamp taxes, 

They consider these to be in a different category, All of these are 
to have further discussion with the Minister, 

(2) Undertakings - Opposition to the elimination of under- 
takings for payment of duty was quite strong, ‘They suggested that the 
Monetary Agency be designated to hold and collect these undertakings. 
Dr. Young advised this was impossible. We insisted that merchants 
should be required to pay cash for import duties and that if they 
needed credit to secure same from commercial banks, “heir next idea 
was to have the Ministazyof ltnance pay cash to Customs for under- 
takings made and thet the "inistry take care of the details of collect- 
ing and notify Customs of any defailt, We insisted cash should be 
paid and left the subject for further discussion with the inister 
of !{nonce, 
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(2) Valuation - It was agreed that valuation procedures sre 
very bad and need revision. Standard invoices, including certifi- 
cation of invoices, will be helpful. We advised that the matter of 
penalties for false invoices would be those presently imposed for 
smuggling until complete review could be made of the matter of 
penalties, Although alternative basis of value was discussed, it will 
likely need further discussion when the general provisions of the 
Tariff law are discussed, Change in basis of value from CIF to FOB 
could not be agreed to, ‘his will require further discussion with 
the Minister. 

We attempted to have e complete discussion with reference to 
the Tariff Urdinance drafted by Nr. Kennedy. The Tariff Schedule was 
the only portion of the Ordinance which had been translated, Ur, 
Kennedy presented a generel statement with reference to the whole 
plan of revision of the customs laws and regulations and started an 
explanation of the general provisions of the Ordinance, section by 
section. Sheik Mohammed Nur advised that it would be very difficult 
for him to give his sanction to these provisions without a trans- 
lation before him to go over word by word, Mr. Kennedy then gave a 
general explanation of the Tariff Schedule wnich had been translated. 
Sheik Mohammed tur expressed his opinion that the schedule was 
drafted in concise, understandable language and that it was short end 
not cluttered with unnecessary language. ‘iowever, from the questions 


|. 








oncerning the Schedule it was obvious that a thorough dis- 
pion was useless without tho translation of Mr, Kennedy's oxplan- 
fon of the Schedule, It was thon agreed that it would be necossary 
for us to return to Jidda and have a full translation of lr, Kennedy's 
work completed, 
BAHARET H, 
At the last meeting with Sheik Mohammed Bekereeh, we were 


advised that the liinister expressed his desire to adopt without limi- 


Gh 


tation the recommendations of Mr, Yunaway, 
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Dhahran, Saudi Arabia 
November 27, 1951 


MEMORANDUM OF CONVERSATIONS WITH SHAIKH ABDULLAH BIN ADWAN, REPRESENTATIVE OF THE 
ATER Gr -penN/ PAA, ‘SANE ARARTL» 


a During ny visit Ivhad three talks with Shaikh Abdullah who impressed me 
yrecthytayAerpetey ef tho provbens'00-‘‘hib-obmttey and ‘hie progreseiverddd petite 
spirited attitude, I summarise below the more important matters that developed in 
these conversations. 


Customs, 


He believes that customs duties should be lowered and in particulr that 
duties on basic foods should be removed in order to lower the peoples costs of living. 
He believes in encouraging foreign trade and thinks that the customs administration 
should be greatly simplified. He considers that the customs, and Government offices 
generally, have two to three times as many employees as needed, ‘They receive relative- 
ly high salaries but do not earn then. 


Government Records. 


Until about 30 years ago the Government kept few records but conducted its 
affairs orally for the most part. Since then a system of accounting has gradually 
developed, particularly under the influence of a Syrian advisor who, he understands, 
introduced a French systen. le believes that the Sovernment has full records of 
receipts and payments, but intimates that they may not care to disclose much of this 
material, 


Program of Development. 


He is anxious to have @ substantial part of the country's large revenues 
from oil applied to economic development, including communications, agriculture and 
public health. 


Education. 


He has demonstrated his belief in education by sending two sons to Beirut 
for study, He states that there are 200 schools in Saudi Arabia, but standards are 
most inadequate, He is impressed with the need for training local personnel in all 
branches of knowledge so that the country can better manage its affeirs and hold its 
own in the modern world. 


Currency . 


In reply to my inquiry whether the people in this area would accept a gold 
coin, he stated that undoubtedly they would if the introduction were wisely handled, 
He recalled previous experience in introducing the silver riyal, to which there was 
first some resistance, but dated that this was gradually overcome when the people 
realized the merits of the coin. 


He great asset should be conserved to meet the needs 
< wane rie ar Suen ‘ten Shslnn ton ceahuiee coooeed etihan.c Rant tide 


He stated that he is 3 years old. He also stated that he felt very tired © 





heavy duties and insufficient rest. I urged him to care for his health 
to try to arrange for leave abroad and if possible to visit the United States. 


Arthur N. Young 


cal (Cees, 
Bs 
November 22, 1951 


PERSONAL 





Dear Mr. Hares 
The enclosure is self-explanatory. 


As to the visit to Riyadh, the way it 
turned out it would have been embarrassing 
for me not to gos and I decided to do so 
when I was assured that arrangements had 
been made for the visit by Shaikh Abdulla 
Sulaiman when he was in Riyadh. The entire 
visit seemed to go smoothly and I see no 
reason to apprehend any difficulty whatso- 
ever, 


Sincerely, 


by 


Arthur N. Young 


Dhahran, Saudi Arabia 
November 22, 1951 
CONFIDENTIAL y ag f 


The Honorable Raymond A. Hare 
American Embassy 
Jeddah, Saudi Arabia 


Dear Mr. Ambassador: 


Dr. Hart and Mr, Hearne left last night enroute to Beirut via Cairo for a 
conference. Before they left we talked over our trip and they asked me to write to 
you about developments since we left Jeddah. 


Visit to Riyadh 


We spent November 20 and 21 in Riyadh per arrangements made through Shaikh 
Abdulla Sulaiman and Shaikh Abdulla bin Adwan, We were accompanied by Sadek Husseini 
of the Department of Agriculture. We were entertained at the Palace and had dinner 
with HRH, the Crown Prince. We had a good talk with him and believe he was definitely 
interested in Point IV and even enthusiastic on some topics. He showed interest in 
agriculture, also in communications and, in particular, roads from farms to markets. 
He himself suggested getting a film from the United States to show farmers here how 
a farm should be built "from scratch." He talked all through the dinner about matters 
concerning Point IV, 


He did not show apparent interest, or at least did not make any coments, 
regarding health and sanitation, education (which we mentioned as "training) or 
development of the Asir, when these subjects were mentioned. He also did not respond 
to our suggestion that a farm film be made here in order to reflect better local 
conditions - except to say that bringing a film already made would be quicker. 


In general we were depressed by the misuse of water and the attention given 
to spectacular or showy types of agricultural production rather than practical 
production; also by the whimsical nature of the Government. 


Conclusions 


1, Mr, Hearne believes that with proper use of presently known water and 
cultivable land Saudi Arabia could be largely self-sufficient in production of basic 
food requirements - basing his view on personal observations, Glen Brown's reports 
on the Asir, and reading. 


2. As to health and sanitation, Ir. Hart concluded from his observations 
and talks with local doctors that the most important problems relate to the follow- 
ing diseases in somewhat the following order: Trachoma, Malaria, Tuberculosis, Syphilis 
and insufficient food, including avitaminosis as indicated by rickets in children, He 
suggests that Dr. Manifold's malaria program be continued and expanded and that there 
should be cooperation with Aramco's doctors on program $nalarial control. Dr. Hart 
also advises stimulating andjh the trachoma control program of Dr. Longinotto. 
Dr. Hart feels that the f Health should be encouraged to work on @ 
national basis with regional health centers with special referente to the diseases 
mentioned and also to maternal and child health and quarantine. Also, he advises 
establishing @ general public health laboratory. lie believes it important that 
all health programs be viewed from the standpoint of (1) needs and (2) what the 
people are ready and able to absorb, 


’ 6 6 


A further point developed in conversations with Mr. Hugh-Jones of the 
British Embassy which involves matters of policy. When Dr, Hart asked him for the 
substance of Dr. Manifold's recommendations he seemed to be evasive. ‘This may 
reflect a possible desire of the British authorities to continue to take a leading 
part in operations in this field. The question of policy that arises is whether 
it would be advisable for you to make a more definite approach to the British 
Embassy with a view to obtaining the substance of Manifold's recommendations; or 
whether the British should be given the first opportunity or encouraged to develop 
the work begun by Dr. Manifold. 


Dr. Hart and Mr, Hearne expressed particular gratification at the op- 
portunity of working with you on these important matters and more than once referred 
to the value they attach to your grasp of the problems here and the work you are 
doing. 

I am planning to return on the Aramco plane on November 28, meanwhile 
making a short visit to Bahrein. I have decided that the time is too short to visit 
Kuwait in addition. 


Looking forward to seeing you, I am 


Sincerely, 
Arthur N. Young 
ANY sgm1 
ce: Dr. Hart 
Mr. Hearne 


CairoMashington 


Dhahran, Saudi Arabia 
November 22, 1951 


Dr. Thomas A, Hart 

and 

Mr. Cannon C. Hearne 
c/o Mr. Fred Sacksteder 
American Embassy 

Cairo, Egypt 


Dear Tom and Cannon: 


The enclosed copies will be self explanatory, ‘There are two 
points to add: 


la Nellie May suggests that films made in Egypt, Iraq, Iran 
or someother Middle Eastern country with regard to agriculture might 
already exist and be suitable for use here. The Information Service in 
Cairo in charge of Mr. Payne may know about this. 


waft 

2. I have reservations about possible development of a a dairy- 
ing interest in this country. A similar problem arose in China, where 
the conclusion was reached after consideration that the cow was a rela- 
tively ineffective factory for producing the essential ingredients in 
dairy products so far as concerns such a "poverty" situation; and that 
promotion of soy bean products would be far more economical and efficient. 
Of course, I am not a technical expert in this field, and my contact with 
it derives mainly from the fact that for several years I acted as 
president of the Nutritional Aid Council in China - which devoted itself 
primarily to the use of soy bean products. 


I hope that your trip last night was not too strenuous, and 
that you will have a successful and not too tiring conference in Beirut. 


With all my best wishes, I an 
Sincerely yours, 


(any 


Arthur N, Young 


cc: Ambassador R. A. Hare 
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Memorandum for Record: 


Meeting with Hilmt Bey Junaineh, Shaikh Taha Dhulaimi, Director Al 
Hesse Customs, Sheikh Anwar Jadayel, Birector Jidda Customs, end Nessra, 


Kennedy and Dunaway, 


This conference was held on February 25, 1952, the dey following the 
formal introduction of Mr, Dunaway to His Excellency the Minister of Finance, 
The Minieter had stated that Messrs, Dunawey and Kennedy were to be given 
every facility for e study of the Tariff, Customs Regulations, Customs Pro- 
cedures and Formalities as a basis for edvice end suggestion in the field 
of Tariff and Oustoms Administration. 


After some preliminary conversation and expressions of good will, 
otc., ir, Dunaway outlined the procedure necessary to secure en under- 
stan of the problems he detailed the documents he needed to heve, in- 
eluding the present tariff, customs regulations, copies of reports, figures 
for total revenue for past three fiscal years, total expenditures for the 
same period, the proposed budget for the next fiscal year, and the estimates 
of revenue for the next fiscal period; he also stated his desire to study 
on the spot the actual procedure of receiving, assessing, collecting and 
accounting; together with all the forms and documents employed, 


The officials concerned promised to furnish all the data requested 
except the proposed budget for the next year, which they explained had 
not yet been prepared and estimates of revenue, which they stated had 
nevor been made, and in fact, that due tp unknown factors, could not be 
made, Mr, Dunaway countered with the suggestion that there were certain 
bases for such estimates, the principel one the trend of collections, as 
shown by the reports of the past years. With these data as a foundation, 
the factors such as known changes in the business situation likely to 
affect the revenue should be teken into account, He explained further 
thet by reason of their intimate knowledge of business life bf the country, 
Customs Officials were in the west situation to estimate the future trends 
of trade and consequent revenue from duties on imports and exports; he 
explained further that all thet was required was an estimate and no one 
would expect it to be more than an approximation, After some suggestions 
as to factors indicating a change, the Seudi Arabian officials promised 
to prepare an estimate, the factors mentioned as affecting revenues 
is the new railroad from the Port of Dammam to Riyadh, but so fer es could 
be judged by the remarks, this is thought to indicate increased returns 
in the Hassa District with consequent reduction in He jes revenue, but 
that the total effect expected is an increase for the country as a whole, 
as meny imports will be made under the new transport arrangement which 
would have been impracticable before the railroad was put in operation, 


Mr, “unaway asked for general coment on the most important 
difficulty now encountered in Customs Administretion, and the reply was 
that the difficulty in epplicetion of the tariff itself is the principal 
source of difficulty, due to the problem of valuation of ad valorem goods, 
and attention was called to the Minister's desire to abandon od velorem 
rates in so fer as this is possible, Mr, Kennedy commented on the 
difficulties which specific rates entailed, particularly in requiring a 
very extended classifications end descriptions, if error in assessment 
were to be avoided; that he hed st first held the opinion that diffi- 
culties in valuations called for a more extended use of specific rates 
but thet since his visit to Hesse his opinions were somewhet modified 
end he was leaning to the view that there were no unsurmountable diffi- 
culties in the way of securing reasonably accurate values for ad valoren 
purposes; he further remarked thet in revising the teriff it was ne- 
cessery to determine the ad valorem equivalent of the specific rates 
and that due to the method of estimating velues of goods in the specific 
classes, this date wuld when compiled, be very inaccurate. 


Hilmi Bey called attention to the Shaikh Tahe's report on the 
diseriminetions against ad valorem goods carried by air freight since 
these freight rates are very high, but sre included in the value on 
which ad velorem rates are assessed, while specific rates are the seme 
regardless of meane of trensport, 


In reply to e question by Mr, Duneway on special problems at Hasse, 
Hilmi Bey expleined the situation at the Dammam pler and both he end 
Shaikh Tehe stated thet the new procedures adopted for control of goods 
pessing over this plier were satisfactory; they stated, however, thot 
since there are no storege facilities at the pier, all goods had to be 
hauled some 12 kilometers end the cost involved made transit goods 
almost prohibitive, 


There was some further discussion of e general nature, end after 
mutual expressions of desire for cooperation, the meeting adjourned 
after two hours, It was understood that Messrs, Kennedy and Dunaway 
would, in a day or so, go to the Customs House for a more detalled 

study of actual erations and to secure the documents previously re- 
quested, Shaikh Taha remained behind and suggested the advisability of 
and interview with the Director General of Customs, whose offices ere 
at Mecca, The Director General was not present at the meeting with the 
Ministers, and Fuad soemed in doubt whether a request for # conference 
is advisable at this time, 


= 


Jehede 
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Memorandum of Meeting between Dr, Young, Mr, Stacy 
and Sheikh Houssein Jastaniya, March 22, 1952, 


Shaikh Houssein called to pick up the transmittal letter covering (te i 
our report on the 1371+72 SAG budget, The meeting was totally informal, (0. 
Shaikh Houssein is going to Riyadh on Monday to assist the Minister of = 
Finance in presenting the budget to the "Committee" - described in a 
previous memo, 

This is the first time in history that the Director General of 
Finance and the Budget Director have been asked to Riyadh for this 
purpose = an encouraging sign. 

Informal discussion of needs and plans of the Director General 
regards improved budget and control centered around: 

1, Need for training Saudi personnel to do the budget and 

accounting work, 

2, Need for having trained representatives of the Ministry of 
Finance high on the staffs of each Ministry and Department 
to assure better preparation of budgets and budgetary 
controls, Shaikh Houssein said he had proposed having a 
member of the Ministry of Finance staff in each Ministry 
end Yepartment last year but had been turned dom, We 
Suggested that perhaps American system re budget officers 
on staff of Ministry or Department rather than on staff of 
Ministry of “inance might be more acceptable, Sheikh Houssein 
agreed and said that if we would make such a recommendation 
he would see that it went through, Stacy will prepare such 
@ recommendation, 

Shaikh Houssein stated that he was well prepared with a speech and 
presentation plan to use in Riyadh and hoped for a successful trip. He 


will return in a week or ten days. 


With respect to the training item, Shaikh Houssein stated that 
he was having a list made of all educated Saudis who might, with 
further detailed training be of value in the work, We suggested that 
we might, as a part of our program, essist in training personnel in 
financial fields end in securing training opportunities abroad for 


qualified personnel, 


Aa Bey Salha, Dr. Young and John Stacy, March 6, 1952, 3 
Tfice. { 


p and Mr. Stacy went ta Najib Bey Salha's office to discuss 


: matters relating to the SAG budget for the coming financial year 
1-72, It was recommended to Najib that in view of the fact that so 


yt 


| many of the Ministries and Departmental budgets wore late in being subs 
mitted that policy be adopted with regard to the setting up of the 
official budget. The specific policy recommended was to the effect that 





pending clearance of their specific budget requests each Ministry and 


G 


4) Department be required to continue along at an even rate of expenditure 


comparing to that experienced by them in the immediately preceding 


= 


5 ee = 


months. Further, that budget submissions be studied and cleared ine 


_ 


dividually and in groups as they were received by the budget office, 


<— 


Upon clearance of the individual new budgets, they would then become 
official and the blanket prohibitions against spending for new pro- 
grans, etc. would automatically be lifted for Departments whose budgets 
were approved. Najib Bey indicated that he was in full accord with * 
this recommendation and would see that something along this line got 
done. 

Najib Bey further explained that Shaikh Houssein Jastaniya had . 
called him by phone requesting that his appointment with us be poste hi 
> —_ poned until Sunday next (March 9). 4 


re 


ur. Stacy explained to Najib that he had in preparation a tente- 
tive program of work, which, upon completion, would offer the Minister | 
of Finance numerous alternative choices for priority attention, upon 
which he would seek the Winister's judgment as to the order of priority 
of work, Wajib said he would be happy to receive this and advise us 
as soon as it was ready, 


TAS. 
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(fide MEMORANDUK OF CONVERSATION 
WITH NAIB BRY SALA 
duly 19, 1951 


Gold Coin 
I handed Najib a list of items of information which I needed. He 


said he would supply it as soon as possible, He stated that 100,000 

coins of a total order of about 1,000,000 are now here, +He-~aeked-m~epinicn 
2e-t0_hou_the coins sheuttte-tnbreduced,. Najib stated that the Government 
are anxious to utilise the gold coins for meeting obligations, but they 
lack means to take up the order, Also, they lack means to support the 
coin, In view of the shortage of ready funds, he does not know what te 

do, He wuld like my advice, I stated that I am investigating all 
phaseg of the problem, and shall advise the Goverment as soon as possible, 
I stated that it was important for me, in these matters, to have a complete 
and correct understanding of the situation in order to give sound advice, 


Sddver Situation 
I stated that the New York silver price fell from about 90 cents to 


about 87 3/4 conte the day that I left, June 8, Before sailing, I had 
the opportunity to telephone two firms familiar vith the sidver situation, 
They stated that the pri was due to the failure of the market to absorb 
offerings by American Smslting and Refining Company; but that to prevent 
a siseable drop, the Bank of Mexico stepped in to support the market of 
88 cents. They thought the market might be easy during the peiad while 
fabricators of silver were taking inventory the first half of July, and 
‘antl 


until fall buying began, They expect an easy market for awhile, but 
higher prices within a few months, I stated that the support of Bank of 
Mexico indicated thatthe price is unlikely to go lower, in view of the 
provision in the riyal purchase agreement whereby Mexico is to give a re- 
fund in case the price of silver falle below about 67} cents, I see 
stated that I did not know whether the Saudi Arabian Government would re- 
quire more riyals in the neer future; but that, if so, it would be wise 
to consider making an agreement with Mexico before the price rose, 

Wajib indicated he saw no immediate need to got more riyals, point- 
ing out thatthe local value was less than the bullion value. 


Foreign Exchange 
Najib stated that the Saudi Arabian Government was indirectly sup- 


plying dollars to other countries against rupees through Kuwait, He did 
not enter into details, 


Public Finances. 

Najib referred to the situation as "very critical", The Minister of 
Finance spent $38,000,000 in May and June outside of the budget, mainly to 
pay employees four months of arrears, plus the then current month of Ramadan, 
and also to pay merchants, The money came mainly from discounting Aramco 
tax payments, This expenditure was most unwise, in his opinion, 

The Minister needs $10,000,000 monthly to meet the budget, but will 
have only $4,500,000:4% $3,500,000 from Aramco and $1,000,000 from Customs, 
The Minketry still has funds for meeting the payroll at the end of the 
current month about August 1, but nobody knows how the following month's 
expenses can be met, Najib stated that contractual payments such as to 

Bechtel 


-3- 


Bechtel are urgent and must be regularly met, Considerable sums are owed 
to merchants, but they have been making plenty of money and can wait, I 
asked for a list of the Government's contractual obligations and the sched- 
ule of payments due, and Najib stated that he would supply this, Najib 
stated that the Minister told him he wanted Aramoo to help the Saudi 
Arabian Government to realize on ineome tax due in 1951, either (1) by 
providing $5,000,000 monthly for the rest of 1951, or (2) by giving 
letters making possible bank discount of 1952 tax payments, Najib stated 
that he told the Minister that Aramco would not be disposed to do this, 
and pointed out that Aramco could not yet tell what profits would ace 
crue for the entire year 1951, How, said Najib, Aramco has taken just 
that position, The Minister went to Riyadh three or four days ago and saw 
the King, The King was displeased because the Minister had undertaken to 
cover the budget, and now has to admit that he cannot do so, Aramco repre- 
sentatives are to see the King on July 20 (postponed because of the King's 


indisposition,) 


AYimbj 







| ALL (Director , 
2 - Mr, Shalyt ef eatice nterpreting). 


§ Mecting was for the purpose of outlining to the officials named 
ve of Stacy's interest in the _budget and budget, eysten, 
After this been done, Sheikh Houssein expl that since all of 
hie offices were now located in Mecca, it would be necessary for him to 
Matt the Mission's office to bring documents needed and for discussion 
_ Of budget and accounting matters. 


Talk with these 5A0 officials elicited the following information regard- 
ing the SAG budget and system: | 


(1) The budget for the forth year is now in prepar- 
ation, It is late in preperation this year because several ‘ 
Ministries and Departments gee Pog and Foreign Affairs) | 
é had just now presented their budgets; no complete figures were yen 
as yet available, 







: 
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revenue and expenditures for the forthcoming t year. This 
Bulletin is apparently similar to a “oall for estimates" and was 
said to include "ground rules and form instructions” to be P| 
; followed by SA? agencies in preparing and submitting their budgets, 
' Some reference was made to limitations on totel estimetes being wif 
included {n the Bulletin, (A copy of this Bulletin will be # 
furnished Stacy March 1), 


(3) Ministers and Department heads are required to show "experience" 
figures for two prior years elong side of their estimates, 


(4) Betimates are reviewed by the Yirector of Budgets, the Chief rs. 
Accountant, and the Director General of Finance, wo hold confer- 
ences with the Ministers end Department heads to discuss indi- | 


(2) The budget @ normally begins approximately five months a 
tor to the beginning of the fiscal yeer ( 3/27/be - 3/16/53). i 
Director of Budget issues a Bulletin at this time calling , 
upon all Ministries and Departments to submlt estimates of | 


vidual budgets, sf 
(5) Setimates ore then presented to the Minister of Finance, who z 
may hold further conferences, The final of SAG 1s supposed 
to be presented to the King at least thirty days before the 

b of the fiscal year, 


(6) Accounts are maintained by the Chief Accountant (under the vi 
Director General of Finance) Le required to ve all 4 


expend! tures duly allocated ts. Deviations from ot 
ar a tetas you! mast be eeprovet We Go Maéee af x 
ro 8 * 
pte a , - 4 
The next of these officials is set for Saturday morning at 10:004 
(Maren 1 : SM offiotaly will bring Stacy translation of the , 4 
Bulletin for tes"), and the b badgot publ selene of the 
Mintetry of and the of Edueation 





